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HANSEN, Circuit Judge.

Busi ness Men's Assurance Conpany of America (BMA) appeals from an
order of the district court granting summary judgnent to United of Qmaha
(United) in a dispute under M ssouri state |aw over which conpany was
responsi bl e to pay health insurance benefits. BMA argues that the Enpl oyee
Retirenent |ncone Security Act of 1974 (ERISA), 29 U S.C. 88 1001 et seq.,
preenpts United's claim and, alternatively, that the district court
erroneously interpreted and applied Mssouri law, on issues of both
liability and damages. W affirmin part and reverse in part.



.  FACTS

The undi sputed facts of this case are as follows. BMA issued a group
health insurance policy to Wstern Water Managenent, Inc. (Wstern) for the
benefit of Western's enpl oyees, effective January 1, 1989. Wstern's group
policy was a welfare plan subject to ERISA During the tine of its
coverage, one of Western's enployees, Cyde Jones, becane totally and
permanently disabled, and as a result, Jones experienced a reduction in
hours of enploynent. This was a "qualifying event" under the Consoli dated
Omi bus Budget Reconciliation Act (COBRA), 29 U.S.C. 88 1161-68 (1988), a
1985 anendnent to ERI SA that requires plan sponsors |like Wstern to provide
an opportunity for individuals like Jones to obtain continuing coverage
under such circunstances. Jones elected to obtain coverage, which BMA
began providing to Jones as a COBRA conti nuee on October 1, 1989. The BMA
policy expired on Novenber 30, 1990.

Western replaced the BVMA policy with an insurance policy issued by
United, effective Decenber 1, 1990. Jones began paying nonthly prem uns
to United on that date and was thereafter covered as a COBRA continuee
under the United policy.

During the period between Decenber 1, 1990 and Decenber 1, 1991, the
12-rmonth period following BMA's policy's termnation, a nunber of health
care providers presented bills to United for Jones's nedical expenses.
United paid the bills but |ater sought reinbursenent from BMA, contendi ng
that BMA was responsible for the expenses pursuant to Mssouri |aw that
governs the discontinuance and replacenment of insurance for disabled
i ndi vi dual s. See Mb. Rev. Stat. 88 376.438, 376.441. BMA refused to
rei mburse United, pointing to a provision in BMA's group policy which
provides that its obligation to provide extended benefits termn nates when
an individual becones fully covered by another insurer.



United brought this action against BMA, seeking damages under
M ssouri law for the hospital and nedical expenses United had paid on
behal f of Jones during the 12-nonth period following the termination of
BMA's policy. The parties filed a series of notions for sumrmary judgnent,
nmaki ng argunents on liability, certain affirmati ve defenses, and danmmges.
The district court granted United's notions for sumary judgnent, hol ding
that United' s state-law claimwas not preenpted by ERI SA and, according to
M ssouri law, BMA is liable for Jones's nedical and hospital expenses
i ncurred from Decenber 1, 1990, through Decenber 1, 1991. The court
cal cul ated the danmges based upon the full anmount of nedical expenses
United had paid, plus prejudgnent interest.

BMA appeal s, asserting a nunber of argunents. First, BMA contends
that the district court erroneously interpreted sections 376.438 and
376.441 of the Mssouri Revised Statutes. Second, BMA clains that ERI SA
preenpts the Mssouri statutes, as interpreted by the district court,
because they are in conflict with the federal statute, as anended by COBRA
BMA al so argues that ERI SA preenpts United's state-|law subrogation claim
Next, BMA nmaintains that even if the district court correctly interpreted
the statutes, and even if United's claimis not preenpted, the court
erroneously applied the Mssouri state law of equitable subrogation.
Finally, BMA contends that the district court erred in cal cul ati ng damages.

Il. Standard of Review

We review the district court's grant of sunmary judgnent de novo,
appl ying the sane standards as did the district court. Kerns v. Benefit
Trust Life Ins. Co., 992 F.2d 214, 217 (8th Cr. 1993). Sunmmary judgnment
is appropriate when the evidence, viewed in the light nost favorable to the

nonnovi ng party, shows there is no genuine issue of material fact and the
noving party is entitled to judgnent as a matter of law. Fed. R Gyv. P
56(c). In this case,



because the parties do not dispute the facts, our inquiry is limted to
whet her United was entitled to judgnent as a matter of law. W review the
district court's determnation of Mssouri state | aw de novo. Salva Regina
College v. Russell, 499 U S 225, 231 (1991); United States v. Green Acres
Enters., Inc., 86 F.3d 130, 133 (8th GCr. 1996).

I1l. Statutory Interpretation

To determ ne whether United has a cause of action that is preenpted
by ERISA, we nust interpret the state statute on which the cause of action
is based. The district court interpreted the state statute to require BMA
as a prior carrier of group health insurance, to provide Jones an
ext ensi on-of -benefits for 12 nonths following the ternmination of the
policy, regardless of whether Wstern had secured replacenent coverage.
The court then |ooked at BMA's policy, which provided an extension for
nedi cal expenses, without paynment of a premum "1) for up to 3 nonths
after coverage termnates for any sickness or injury; and 2) for up to 9
nore nonths for the sickness or injury causing the total disability," but
which also stated that the extension of benefits would be terninated on
"[t]he date the [c]overed [p]erson is covered under any other group policy
or enployer-funded plan." (J.A at 76.) Finding this ternination
provision of the policy to be inconpatible with Mssouri law, the district
court held that it was void. BMA argues that the extension-of-benefits
coverage provided in its policy does not violate the state statute because
it is reasonable, within the neaning of section 376.438.1, for BMA to
refuse to extend benefits after the disabled person is covered by a
repl acenent poli cy.

Qur primary objective in interpreting the Mssouri statute is to
ascertain the legislative intent from the statutory |anguage and, if
possible, to give effect to that intent. Rothschild v. State Tax Conm n
of Mb., 762 S.W2d 35, 37 (M. 1988) (en banc).




"[We consider the words enployed in the statute in their plain and
ordinary neani ng, we presune the legislature did not intend an absurd | aw,
and we favor a construction that avoids unjust or unreasonable results.”
Id. (internal citation omtted). Wen the plain and ordi nary neani ng of
t he | anguage i s unanbi guous, "we are afforded no room for construction."
Brownstein v. Rhonberg-Hagling & Assoc., 824 S.W2d 13, 15 (Mb. 1992) (en
banc).

Section 376.438.1 of the M ssouri Revised Statutes provides:

Every group policy or other contract subject to sections
376.431 to 376.442, or under which the level of benefits is
hereafter altered, nodified or anended, nust provide a
reasonabl e provision for extension of benefits in the event of
t ot al disability at the date of any termnation or
di sconti nuance of the group policy or contract, regardl ess of
the reason for the term nation or discontinuance, as required
by the foll ow ng subdivisions of this subsection|[.]

Thi s provision has three subdivisions. Subdivision (3) states, in rel evant
part:

In the case of hospital or nedical expense coverages . .
., a reasonable extension of benefits or accrued liability
provision is required. Such a provision will be considered
reasonable if it provides an extension of at |east twelve
nmont hs under nmjor nedical and conprehensive nedical type
cover ages .

Mb. Rev. Stat. § 376.438.1(3).

To interpret the | anguage of section 376.438, we nust also | ook at
section 376.441, which explains the coverage requirenents of replacenent
carriers and the allocation of liabilities between prior and succeeding
carriers. Section 376.441 begins by stating:

When one carrier's contract replaces a plan of sinmlar
benefits of another carrier, the prior carrier remains liable
only to the extent of its accrued



liabilities and extensions of benefits. The position of the
prior carrier shall be the sanme whet her the group policyhol der
or other entity secures repl acenment coverage from a new
carrier, self-insurer, or foregoes the provision of coverage.

The statute requires succeeding carriers to provide coverage for
i ndi vidual s who are not eligible under the succeeding carrier's policy, but
who were validly covered under a benefit extension on the date of the prior
carrier's discontinuance and who are in the class of persons eligible for
coverage under the succeeding carrier's policy. Under this required
coverage, the succeeding carrier's obligation to pay benefits is nmeasured
by the applicable benefits under the prior carrier's plan, reduced by the
benefits payable by the prior carrier. |d. 8 376.441(1); see also id

8§ 376.441(3) (measuring the succeeding carrier's obligation to pay expenses
related to preexisting conditions by the I esser of (1) the benefits of the
succeeding carrier's policy wthout regard to any Ilimtation for
preexisting conditions or (2) the benefits of the prior carrier's policy).
The succeeding carrier nust provide this coverage until the earliest of
several dates, one of which is when the period of extension or accrued
liability by the prior carrier has termnated. 1d. 8 376.441(2)(c). Wen
the situation arises requiring a determnation of the prior carrier's

benefits, those benefits are to be determined under the prior carrier's
plan, "as if coverage had not been replaced by the succeeding carrier."
Id. § 376.441(5).

Section 376.441 reveals that BMA's policy of providing extended
benefits only until replacenent coverage is secured is not "reasonable"
within the neani ng of section 376.438. The first two sentences of section
376.441 clearly indicate that a prior carrier remains liable "to the extent
of its accrued liabilities and extensions of benefits," even if the group
policy hol der has secured coverage froma succeeding carrier. Further, the
statute states that for individuals |ike Jones who were covered by a



benefit extension on the date of discontinuance, the anpbunt of benefits a
succeeding carrier nust pay depends upon the benefits avail able under the
prior carrier's plan. See Mdb. Rev. Stat. § 376.441(1), (5). The plain
| anguage of section 376.441 contenplates that the coverage of the
succeeding repl acenent carrier is secondary to the benefits payable by the
prior carrier under its extension-of-benefits provision. We therefore
reject BMA's interpretation of section 376.438.1(3).

W also note that BMA's interpretation of what is reasonable
m sconstrues the nature of the section 376.438 requirenents. The statute
nmandat es that BMA provide, for a reasonable tine, an extension of benefits,
not full coverage. Section 376.441 nakes this clear, because it requires
the succeeding carrier to provide replacenent coverage until the earliest
of several dates, one of which is when the prior carrier's extension of
benefits term nates. Id. 8 8§ 376.441(2)(c). This obligation on the
succeeding carrier would be unnecessary if an extension of benefits were
the sanme as extended coverage. See also id. 8§ 376.441(1) (defining the

succeeding carrier's required replacenent coverage by the total coverage
provided under the prior carrier's plan before it was discontinued, mnus
the benefits payable by the prior carrier). Thus, BMA's statutory
obligation to provide an extension of benefits is not a "coverage"
requi renment and should not be confused with any obligation United or
Western had to Jones.

W therefore hold that BMA was primarily obligated to provide
ext ended benefits to Jones for a reasonable period of tine. W further
hold that BMA cannot avoid this requirenent nerely because Western secured
repl acenent coverage for Jones. Because of our disposition of this case
under the preenption analysis below, we need not consider the issues of
whet her the | anguage in section 376.438(3) regarding a 12-nmonth period is
definite or indefinite and exactly what types of benefits the statute
requires BVA to pay.



V. ERISA Preenption

BMA argues that United' s claimis preenpted by ERI SA, both because
the Mssouri statutes are in conflict with COBRA and because United styles
its claim as a conmon-law subrogation claim ERI SA regul ates enpl oyee
pension and welfare plans. While ERISA inposes various procedural
standards on welfare plans,! it does not regul ate the substantive content
of such plans. Metropolitan Life, 471 U S. at 738.

As with all preenption analysis, our task is to ascertain
congressional intent in enacting the federal law. 1d. |In enacting ERI SA

Congress set out:

"to ensure that plans and plan sponsors would be subject to a
uni form body of benefits law, the goal was to mninmze the
adm nistrative and financial burden of conmplying wth
conflicting directives anong States or between States and the
Federal CGovernnent . . ., [and to prevent] the potential for
conflict in substantive law . . . requiring the tailoring of
pl ans and enpl oyer conduct to the peculiarities of the | aw of
each jurisdiction."

New York Conference of Blue CGoss v. Travelers Ins., 115 S. C. 1671, 1677
(1995) (quoting Ingersoll-Rand Co. v. Md endon, 498 U S 133, 142 (1990)).
To this end, ERISA contains a preenption provision declaring that the
statute "shall supersede any and all State |laws insofar as they may now or
hereafter relate to enployee benefit plans.” 29 U S C. § 1144(a). W
construe this language broadly, Pilot Life Ins. Co. v. Dedeaux, 481 U. S.
41, 47 (1987),

"An enpl oyee wel fare-benefit plan or welfare plan is
defined as one which provides to enpl oyees "nedical, surgical, or
hospital care or benefits, or benefits in the event of sickness,
accident disability [or] death,' whether these benefits are
provi ded "through the purchase of insurance or otherw se."'"
Metropolitan Life Ins. Co. v. Massachusetts, 471 U S. 724, 732
(1985) (quoting 29 U.S.C. 8§ 1002(1)). The parties agree that
Western provided its enployees with a welfare plan as defined by
ERI SA.




finding that a state law rel ates to enpl oyee benefit plans if it "refers
to or has a connection with covered benefit plans . . . “even if the |aw
is not specifically designed to affect such plans, or the effect is only
indirect,' and even if the law is “consistent with ERI SA' s substantive
requirenents.'" District of Colunbia v. Greater Wash. Bd. of Trade, 506
U S 125, 129-30 (1992) (quoting, and citing internally, Ingersoll-Rand,
498 U.S. at 139, and Metropolitan Life, 471 U S. at 739).

The "relates to" |anguage of the preenption clause is neant to
provide some boundaries to the scope of preenption, however, and the
guestion of whether state lawis connected with ERISAis not to be carried
toits infinite, logical limts. New Yor k Conference of Blue Cross, 115
S. Ct. at 1677. To fall within the paraneters of ERISA' s preenption

cl ause, the state law nust be related to ERISA in an aspect that affects
ERI SA' s obj ecti ves. Id.; see Arkansas Blue Cross & Blue Shield v. St.
Mary's Hospital, 947 F.2d 1341, 1344-45 (8th Cr 1991) (discussing the
factors courts have used to determ ne whether a state law relates to ERI SA

plans). In essence, "[s]one state actions nay affect enpl oyee benefit plans
in too tenuous, renote, or peripheral a manner to warrant a finding that
the law "relates to' the plan." Shaw v. Delta Air Lines, Inc., 463 U S.
85, 100 n.21 (1983). See, e.qg., Mackey v. lanier Collection Agency &
Serv., lInc., 486 U S. 825, 831-34 (1988) (holding no preenption of a
state's general garnishment statute, even though it mght burden the

adm nistration of an ERI SA pl an when applied to collect judgnents agai nst
plan participants); MCallumv. Rosen's Diversified., Inc., 41 F.3d 1239,
1241-42 (8th Gr. 1994) (holding no preenption of state statute authorizing
court-ordered val uati on and buyout, even though such a buyout nay require

val uation of shares in enployee stock ownership plan).

If a state law does in fact fall within the scope of ER SA' s
preenption clause, it may nonethel ess be excepted under what has becone
known as the "savings clause." 29 U S.C § 1144(b)(2)(A).



The savings cl ause excepts frompreenption certain categories of state |aw,
including state law that regulates insurance. The Suprene Court has
expl ained that a state law "regulates insurance" if (1) it is directed
specifically toward the insurance industry and (2) it applies to the
"busi ness of insurance" within the neaning of the MCarran-Ferguson Act,
which gives to the states the authority to regulate the business of
i nsurance, see 15 U. S.C. 88 1011-1015. Pilot Life, 481 U. S. at 48;
Metropolitan Life, 471 U S. at 742-43; Baxter v. Lynn, 886 F.2d 182, 185
(8th Cir. 1989). A law applies to the business of insurance under the

McCarran- Ferguson Act if it (1) has the effect of transferring or spreading
the policyholder's risk; (2) is an integral part of the policy relationship
between the insurer and the insured; and (3) is limted to entities within
the insurance industry. Metropolitan Life, 471 U S. at 743.°2

Regul ation of the insurance industry may exist both in ERISA and in
state law. In such circunstances, "ER SA | eaves room for conpl enentary or
dual federal and state regulation.” John Hancock Mut. v. Harris Trust &
Sav. Bank, 114 S. . 517, 525 (1993); see also McCallum 41 F.3d at 1240.
However, "in the case of a direct conflict, federal supremacy principles

require that state lawyield." [d. at 526. Mreover, " where [state] |aw
stands as an obstacle to the acconplishnment of the full purposes and
obj ectives of Congress,' federal preeenption occurs." 1d. at 526 (quoting
Silkwood v. Kerr-MGee Corp., 464 U. S. 238, 248 (1984)); see also Pilot
Life, 481 U S. at 57 (finding state cause of action for inproper processing

of a claimfor ERISA benefits conflicts with

2The savings clause is limted, in turn, by the "deener
clause,"” EMC Corp. v. Holliday, 498 U S. 52, 56 (1990), which
states that no enpl oyee-benefit plan "shall be deened to be an

i nsurance conpany or other insurer, . . . or to be engaged in the
busi ness of i1nsurance or banking for purposes of any |aw of any
State purporting to regul ate insurance conpanies . . . ." 29

US C 8§ 1144(b)(2)(B). This limtation is not in issue in the
case before us today.

10



the civil enforcenent schene of ERI SA-plan participants and beneficiaries
to recover benefits owed under an ERI SA plan).

Wth this legal franmework in mnd, we turn now to BVMA's argunents
that Mssouri's extension-of-benefits statute and this cause of action are
pr eenpt ed.

A.  Preenption and Mssouri Revised Statute 376.438

Applying the sanme preenption analysis as set forth above, the
district court concluded that ERI SA does not preenpt sections 376.438 and
376.441 of the Mssouri Revised Statutes. The court determ ned that
al though the M ssouri statutes "relate to" the ERI SA plan, they are rescued
from preenption by the savings clause because they "nmandate certain
benefits and govern liability anmong insurance carriers for providing those
benefits." (Appel lant's Adden. at A-4.). The district court determ ned
that the statutes regul ate the business of insurance within the neaning of
the McCarran-Ferguson Act. 1In reaching its conclusions, the district court
relied primarily on Metropolitan Life, 471 U S. at 741-43, which held that
a mandat ed- benefits statute was not preenpted because it was governed by

t he savi ngs cl ause.

BMA contends that the district court's conclusion is flawed because
the court failed to consider adequately the limtations on the savings
cl ause announced in Pilot Life, 481 U S. at 56-57, a case deci ded after
Metropolitan Life. In Pilot Life, the Supreme Court held that a
beneficiary may not bring a state-law cause of action disputing the

al l ocation of benefits, for such an action conflicts with ERISA s civil
enforcenent schene. |d. BMA naintains that the Mssouri statutes conflict
with COBRA and thus are preenpted pursuant to Pilot Life.

The precise requirenent at issue in this case is the extension-of-
benefits requirenent of Mssouri Revised Statute,

11



section 376.438. W conclude that although this statute relates to
enpl oyee benefit plans, it is excepted from preenption by the savings
clause. As already di scussed, the extension of benefits statute works to
ensure that a discontinued carrier remains primarily liable for a
reasonabl e extension of benefits to a disabled individual. The statute is
directed specifically toward insurance conpani es and regul ates the busi ness
of insurance within the neaning of the McCarran Ferguson Act. Accordingly,
we agree with the district court's conclusion that section 376.438 is saved
from ERI SA preenption

Thus, we turn to the question of whether section 376.438 is in
conflict with ERISA. John Hancock Mut., 114 S. C&. at 526; see also Pil ot
Life, 481 U S. at 57. W see no conflict between M ssouri's extension-of-

benefits statute and COBRA. COBRA requires plan sponsors of group health
i nsurance policies to provide the opportunity for continuing coverage to
beneficiaries who would | ose coverage as a result of a qualifying event.
29 U S C § 1161(a). COBRA is directed at the plan sponsor (here,
West ern), whereas section 376.438 is directed at prior carriers (here,
BMVA) . COBRA mandates an opportunity for Jones to obtain coverage, for
which he pays premuns, see id. 8§ 1162(2)(C (coverage ceases when
beneficiary fails to nake tinely payment of premiun), while section 376.438
requires BMA to provide reasonabl e extended benefits for certain clains,
wi thout the paynent of any additional prem uns and regardl ess of any other
coverage Jones mmy have. Thus, section 376.438 does not conflict with
COBRA, because it governs a different situation and is directed at an
entirely different entity.?3

\\e note that M ssouri has a continuing coverage statute
that is in fact anal ogous to COBRA, Mb. Rev. Stat. § 376.428.
The M ssouri |egislature avoi ded any conflict with COBRA by
anending the statute in 1987 to apply "only to those persons who
are not subject to the continuation and conversion provisions set
forth in [COBRA]." [|d. § 376.428.4.

12



BMA's assertion that United subjected itself to COBRA requirenents
by issuing a group policy to Western misses the mark. Wstern, the plan
sponsor, fulfilled its COBRA obligations by securing an opportunity for
Jones to obtain continued coverage through United. BMA's clainms that
United becane a fiduciary under COBRA and that United has continuing duties
under COBRA (such as giving Jones notice) sinply do not affect BVMA's duty
to provide an extension of benefits under M ssouri state insurance |aw.

BMA al so subnits a conflict-preenption argunent based on COBRA' s
requi renent that the continuing coverage provided to disabl ed individuals
be identical to the coverage provided to simlarly situated beneficiaries
to whoma qualifying event has not occurred. See 29 U S.C. § 1162(1). BMA
contrasts this requirenment with the | anguage in section 376.441(3) of the
M ssouri statutes, which provides that a succeeding carrier's obligation
to pay benefits is determned by the terns in the prior carrier's plan.
BMA contends that because the terns in the prior plan nmay not be identical
to the coverage simlarly situated beneficiaries have under the succeeding
carrier's plan, the Mssouri statutes governing discontinuance and
repl acenent coverage for disabled individuals nust be preenpted. Once
again, we note that COBRA is directed at the plan sponsor, whereas sections
376.438 and 376.441 are directed at the insurance conpanies. Mor e
i nportantly, however, we conclude that we need not decide today whether
section 376.441 is preenpted by virtue of this alleged conflict, for it has
nothing to do with the precise question before us; the narrow issue
presented in this case is whether ERI SA preenpts section 376.438, which
requi res BVA to provide extended benefits for a reasonabl e period of tine.
W | eave the preenption question regarding section 376.441 for another day,
and specifically hold that ERI SA does not preenpt section 376.438 of the
M ssouri Revised Statutes.

W recogni ze that our hol ding negates the provision in BVA's policy
providing for a termination of extended benefits when the

13



reci pient obtains other coverage, but this provision conflicts with the
substance of state insurance |law. Having already concluded that the state
extensi on-of -benefits statute is an insurance regulation saved from
preenption and fully conpatible with the | anguage and spirit of ERI SA we
will not now find that a conflicting provision in BMA's ERI SA plan
overrides the state statute. To do so would be to open the door for
i nsurance conpanies to avoid any state insurance |law sinply by including
a contrary provision in their group ERI SA welfare plans. Arkansas Bl ue
Cross & Blue Shield, 947 F.2d at 1345. W do not believe Congress intended
such a result. Cf. EMC Corp. v. Holliday, 498 U S. 52, 61, 64 (1990)
(finding that a subrogation provision in a self-funded ER SA pl an preenpt ed

a state antisubrogation statute because of the deener clause, but noting
that if the plan had been insured, it would be bound by state insurance
regul ations).

In summary so far, we conclude that section 376.438 of the M ssouri
Revised Statutes, which requires insurance conpanies to provide an
extensi on of benefits to disabled individuals upon discontinuance of the
policy, relates to enployee benefits plans but is rescued from ERI SA
preenption because it comes within ERI SA's savings clause. Additionally,
we conclude that the statute is not preenpted by ERI SA under a conflict-
preenption anal ysis.

B. Preenption and the Common Law of Subrogation

Whet her United's cause of action is preenpted presents yet another

guestion. United brought this cause of action under state conmon | aw as
a subrogee.* United' s theory is that it becane subrogated to the rights
of Jones when it paid clains for which BVA was prinmarily |iable. Rel yi ng
on Baxter, 886 F.2d at 186, BMA

“‘Because United is not a "participant" or "beneficiary,"
United has no standing to bring an ERISA claim 29 U S.C
§ 1132(a)(1)(B).

14



argues that ERI SA preenpts United' s state-law subrogation claim W agree

In Baxter, the beneficiary had been awarded danages froma tortfeaser
in addition to the nedical benefits he had received under an ERI SA pl an
When the plan's insurer attenpted to enforce a plan provision creating a
right of subrogation in favor of the insurer against the beneficiary, the
beneficiary pointed to state |aw precluding such subrogation. W found
that the state antisubrogation |aw prevented the plan adninistrator from
exercising its rights under the plan to obtain reinbursenent from the
beneficiary for the nedical expenses paid. Because the state law directly
i npacted the structure of the ERI SA plan, we concluded that it was rel ated
to the plan. See Arkansas BCBS, 947 F.2d at 1345 (explaining Baxter). W
further found that the | aw was not saved from preenption by the savings

cl ause, and consequently, ERISA preenpted the state antisubrogation |aw.

The district court in this case distinguished Baxter and rejected
BMA' s preenption argunent on the basis that United's subrogation claimis
not related to the plan. The court stated:

Al t hough the terminology is the sane, the subrogation
involved in Baxter and that involved here are entirely
different. The subrogation at issue in Baxter related to the
rights and obligations running between the insurer and the
insured. It thus "relate[d] to an enpl oyee benefit plan," and
requi red anal ysis under the MCarran-Ferguson Act. By contrast
t he subrogation involved here is unrelated to the substantive
provi sions of the insurance policy; it is sinply an equitable
principle for recovering a claim from one who ought to have
paid it.

(Appel lant's Adden. at A-5.)

W agree that in sone respects, this case is quite different from
Baxter. Here, the dispute is between two insurance conpani es

15



over which conpany is responsible to pay for certain benefits. Thi s
particul ar state-law claimdoes not affect either the anount of benefits
due to Jones or any reinbursenent fromhimto the plan. This subrogation
claiminplicates the allocation of liability between prior and succeeding
i nsurance carriers under state insurance |aw

Despite these distinctions fromBaxter, we nonethel ess concl ude t hat
ERI SA preenpts United's claim Under Mssouri law, "[i]t is . . . well
established that in [a subrogation] action a party nmakes a claimthrough
a derivative right acquiring no greater rights in law or equity than the
party for whomit was substituted and therefore, cannot nmake a claimits
subrogor could not make." Stoverink v. Mrgan, 660 S.W2d 743, 745 (M.
C. App. 1983). Thus, as a subrogee, United stands in the shoes of Jones

and has no greater rights than Jones has. Under settled |aw, Jones could
not bring a state-law claim seeking benefits owed him under section
376. 438, because ERI SA would preenpt that claimand require himto use
ERI SA' s renedi es. See Pilot Life, 481 U S. 54-56 (holding that ERI SA
preenpts a beneficiary's state-law causes of action based on inproper

processing of clains for benefits because the civil enforcenent provisions
of ERISA are neant to be the exclusive vehicle for such actions).
Consequently, United' s state-law subrogation claimis |ikew se preenpted.

To be sure, subrogation is an equitable doctrine founded on
principles of justice, and BVA was obligated under M ssouri law to provide
a reasonabl e extension of benefits. See Anerican Nursing Resources, |nc.
v. Forrest T. Jones & Co., 812 S.W2d 790, 796 (M. C. App. 1991); Quality
Whod Chips., Inc. v. Adol phsen, 636 S.W2d 94, 96-97 (Mb. Ct. App. 1982)
(explicating the nature of subrogation clains). The equitable nature of

the doctrine, however, is that we theoretically place the subrogee in the
shoes of the subrogor. W cannot change the color or size of those
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shoes. We therefore hold that United's state-|law cause of action, based
on its right of subrogation, is preenpted by ERI SA

V.  Concl usion

For the above reasons, we affirmthe district court in its concl usion
that ERI SA does not preenpt section 376.438 of the Mssouri Revised
statutes, but we reverse the district court's conclusion that ERI SA does
not preenpt United' s subrogation cause of action. W do not consider the
parties' renmmining argunents, because our reversal on the basis of
preenption renders them noot. The judgnent of the district court is
vacated, and the case is ordered disni ssed with prejudice.
RI CHARD S. ARNOLD, Chief Judge, concurs in the judgnent.
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